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NICHOLAS H. NOYES, CLASS B DIRECTOR 


Nicholas H. Noyes, Class B Director 


An important officer with a large manufacturer of pharmaceuticals 
and biologicals in this district, Mr. Nicholas H. Noyes of Indianapolis. 
Indiana, has been a Class B director of the Federal Reserve Bank of 
Chicago since January 1933. During the intervening years to the present 
he has been active in serving the interests of the member banks, general 


business, and the public in the area. 


Mr. Noyes was born in Danville, New York; was graduated from the 
high school there and the Lawrenceville (N. J.) School; and attended 
Cornell University where he received his A.B. degree. Mr. Noyes was 
with Crowell Publishing Company for four years after his graduation 
from the University. He then became associated with Eli Lilly & Com- 
pany of Indianapolis with whom he has continued for the past thirty 
years. Since 1913 he has been vice president, treasurer, and a director 
of this company which, together with the University of Toronto, de- 
veloped the use of insulin commercially and, among other products, 
specializes in vitamins. Mr. Noyes also has been president of the Paper 


Package Company at Indianapolis for a number of years. 


Among his other activities, Mr. Noyes is a director of the Indiana 
Bell Telephone Company. a trustee of Cornell University, and a mem- 
ber of the Executive Committee of the American Drug Manufacturers 
Association whose president he was at one time. He is likewise a member 
of the Business Advisory Council to the United States Department of 
Commerce. Mr. Noyes is greatly interested and quite active in educa- 


tional work. 
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District Summary of Business Conditions 


HOUGH usually a season of declining industrial activity 

in the Seventh district, the midsummer months this year 
have been characterized by a well sustained or even capacity 
level of production in many phases. Notable among the 
major industries that have been operating at a high rate is 
steel. Automobile production, on the other hand, was at the 
year’s low in July and August as 1940 model production 
came to a close and plants prepared for the changeover to 
new models. Because of curtailed output in this latter in- 
dustry, aggregate employment and payrolls in the district 
declined in July from June. A number of manufacturing 
groups, however, have added workers to their payrolls. The 
retail distribution of commodities in this area was less in 
July than a month earlier, in accordance with seasonal 
trend, but continued to exceed year-ago volumes; wholesale 
trade was well above last July. Near-drought conditions dur- 
ing July in some areas adversely affected the corn crop and 
pastures. 


Industry—Practical capacity operations continue to be 
maintained by steel mills of the Chicago district, the rate 
of steel ingot output in the third full week of August reach- 
ing 98 per cent of capacity. Incoming business has been 
somewhat lighter in July and August, although the buying 
of steel by the automotive industry, the railroads, and under 
the national defense program has increased, and consider- 
ably more purchasing is anticipated from these sources over 
the near-term future. New business of steel and malleable 
casting foundries expanded substantially further in July and 
was notably above a year ago. Activity in the machine tool 
industry continues great; that at district stove and fur- 
nace factories was seasonally light in July. Production of 
1940 model automobiles reached its low point in the early 
part of August and output of 1941 cars is now getting under 
way; the Goveretiain has been placing large orders for 
trucks with Detroit area manufacturers. 

Owing principally to the summer furniture marts, new 
orders booked during July by district furniture factories rose 
sharply over June; oth new business and shipments werc 
well above the corresponding 1939 month. Activity at paper 
mills likewise continued above a year ago. Although July 
production of bituminous coal in this area increased less 
than is usual over June, it was substantially heavier than 2 
year earlier. Daily crude runs of petroleum to stills were off 
seasonally from a month previous, Despite curtailed pro- 
duction of gasoline, stocks declined only slightly, as con- 
sumption in July fell off rather sharply. 

July building contracts awarded in the Seventh district 
were the largest for the period since 1929. Total contracts 
increased 3 per cent over the June volume, and residential 
building gained 6 per cent in the comparison. The move- 
ment of building materials was active in July. 

Aggregate employment and payrolls in Seventh district 
industries decreased 4 and 7 per cent, respectively, in July, 
owing almost entirely to curtailed production in the auto- 
mobile industry. The metals group, among the durable 
goods industries, recorded slight counterseasonal gains in 
employment and payrolls over the preceding period; non- 
durable manufacturers added 4 per cent more workers to 
their payrolls and paid out 3 per cent more wages; while 
nonmanufacturing industries showed little change in the 


aggregate. Employment in durable goods industries was 16 
per cent and payrolls were 24 per cent greater this July 
than last; non-durable goods and non-manufacturing indus- 
tries recorded less marked gains. 


Merchandising—Although retail trade fell off in July, as 
is seasonally expected, it was well above the month last year. 
Department store sales totaled 9 per cent larger than for 
July 1939, the retail shoe trade increased 8 per cent, and the 
furniture trade was better by 20 per cent than at that time. 
The wholesale distribution of commodities also was much 
above a year ago—by 14 per cent in the aggregate for all 
reporting groups. 


Agriculture—Unfavorable weather conditions during July 
caused deterioration in the Seventh district corn crop; pros- 
pects for some garden truck and for pastures also declined. 
Wheat prices moved downward over most of July and the 
first half of August, while corn prices have remained rela- 
tively firm. Livestock feeding ratios have continued to im- 
prove over the spring ratios. In accordance with seasonal 
trend, production of packing-house commodities decreased 
in July but output was still close to 10 per cent above that 
of a year ago; sales increased in both the monthly and 
yearly comparisons, and inventories were reduced from the 
end of June. Because of the declining pasture conditions 
during July, milk production fell off to a greater extent than 
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usual for the month. District butter production was 2 per 
cent heavier than a year ago, and Wisconsin cheese manu- 
facture increased 18 per cent over last July. 


Finance—Seventh district member bank reserve balances 
declined 57 million dollars over the five weeks ended 
August 21, owing to a loss of commercial funds to other dis- 


tricts, increased currency demand, and operations of the 
United States Treasury in this area. Total loans of weekly 
reporting member banks decreased somewhat over this 
period, the result of the purchase of corn loan notes by the 
Commodity Credit Corporation; adjusted demand deposits 
of these banks declined slightly. 


Industrial Activity 
Steel and Steel Products—Output of steel mills in the 


Chicago district is still being maintained at practical capac- 
ity levels. Since mid-June, steel ingot production, except 
during the week containing the July 4 holiday, has exceeded 
90 per cent of capacity, and the rate of 98 per cent attained 
in the third full week of August is probably the highest on 
record. Although for some weeks incoming orders have been 
receding, in many cases they have equaled the volume of 
shipments. Steel production in forthcoming months will be 
influenced by the recent increase in purchases by the auto- 
motive industry, the railroads, and the Army and Navy. A 
further expansion in buying, particularly for national de- 
fense purposes, should be forthcoming in the near-term future. 
Industrial consumers of steel continue to build up inven- 
tories equivalent to as much as 90- to 120-days’ supply. 

Among the steel products in most active demand of late 
are structural shapes and plates, particularly the wider 
plates. This demand has emanated to a considerable extent 
from structural fabricators, suppliers of railroad equipment, 
tank builders, and Great Britain. Bars, which have been 
a major item in steel buying, show a slight easing in demand, 
although forgers, steel warehouses, and cold drawers remain 
important purchasers. Sheet sales have been only fair; the 
automotive industry as well as miscellaneous sources have 
done some buying in August, but it is believed that the 
former is still specifying on commitments made at price 
concessions offered several months ago. Machine tool activity 
continues great and inquiries are numerous. 

Pig iron shipments and those of foundry coke are good. 
July production of pig iron in the Illinois and Indiana dis- 
trict was the highest of the year, on a daily average basis. 
The scrap iron and steel market has strengthened since mid- 
August. 
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New business of Seventh district casting foundries ex. 
panded in July for the fourth consecutive month. Although 
shipments of both steel and malleable castings were ac- 
celerated somewhat over the period, they continued to lag 
considerably behind the volume of incoming orders; pro- 
duction was rather closely matched to shipments. Activity 
in general was at a substantially higher level than a year 
ago when output was curtailed in the month and when 
orders booked for steel castings dropped off sharply and 
those for malleable castings increased only slightly. 


STEEL AND MALLEABLE CASTINGS 

SEVENTH DISTRICT July 1940 
. ‘er Cent Change 
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July is a period of seasonally light activity in the district 
stove and furnace industry, and the month this year fur. 
nished slight exception to the usual trend. Shipments from 
reporting factories decreased a little from the June volume, 
new orders declined for the third successive month, and 
production also was further curtailed. Shipments maintained 
a very favorable margin of gain over a year ago—27 per 
cent; factory operations were higher than at that time by 
7 per cent; while incoming business totaled 10 per cent 
more than for last July. 


Automobiles—Attention in the automotive industry cur- 
rently is divided between national defense requirements and 
initial assemblies of 1941 model cars coming off the lines. 
Motorization of the Army has resulted in the placement of 
orders for millions of dollars worth of trucks in the Detroit 
area. Also, heavy production of tanks is planned, involving 
the building of new plants, partially with Government funds, 
and contracts for several thousand airplane engines have 
been made by the Government. 

Press previews of several 1941 model automobiles already 
have been given. From them it seems that changes in 194] 
cars will be confined mostly to appearance, coordination 
of color scheme, new equipment, and a more general stand- 
ard of body design. Apparently, there will be fewer chassis 
sizes but motors will be interchangeable among them. Motors 
themselves will remain basically the same, with the usual 
year-to-year increase in power, acceleration, and general 
operating efficiency, 

Production of 1940 model cars reached its low point of 
the year in the week ended August 10, while last year the 
low point came in the following week. The week of August 
17 this year recorded about the anticipated rise in output, 
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and the trend should continue steadily upward for some 
time. July production of automobiles showed a small in- 
crease in the aggregate over a year ago. The United States 
manufacture of 165,672 passenger cars, according to De- 
partment of Commerce figures, was 10 per cent higher than 
in July last year, while truck production, numbering 53,074 
vehicles, was 10 per cent less than in the 1939 month. A 
sharp decrease of 42 per cent took place from June in output 
of passenger cars, and production of trucks declined 9 per 
cent over the period. Relatively heavy July sales and cur- 
tailed manufacture effected a reduction in dealer stocks of 
cars during July to a level under that of a year ago; August 
sales were lighter, in some cases because of low stocks in the 
field. 

Sales of new passenger automobiles by Seventh district 
automobile dealers dropped off more than one fourth in 
July from June, but exceeded those of a year earlier by one 
fifth. Stocks in dealers’ hands were reduced by close to 40 
per cent over the period and in number were slightly less 
than a year ago. July data on used-car sales showed a de- 
cline from June of under 10 per cent and an increase of 25 
per cent over the month last year. Although stocks of used 
cars diminished approximately 15 per cent in the period, 
they numbered almost two fifths higher than in 1939 at the 
same time. 


Furniture—Principally as a result of the July furniture 
marts, new business booked in that month by Seventh dis- 
trict furniture manufacturers rose sharply over the volume 
of the preceding month, the increase amounting to 75 per 
cent. Furthermore, because of the earlier showings last 
year, a large gain of 63 per cent was recorded in orders 
booked over July 1939. Factory shipments were maintained 
at about the same rate this July as in June and continued 
at a level between 20 and 25 per cent above a year ago. 
Since shipments were seasonally much smaller than the 
volume of incoming business, unfilled orders at the end of 
July increased more than 40 per cent over those on the 
books a month previous; they exceeded unfilled orders on 
July 31 last year by 9 per cent. However, their ratio to new 
orders booked, of 106 per cent, was considerably less than 
either a month or a year earlier. There was little change 
between June and July in the rate of production, which at 69 
per cent of capacity in the latter period remained 4 points 
higher than in the corresponding 1939 month. 


Paper and Pulp—Output of paper by district manufac- 
turers rose 4 per cent during July over June, although ship- 
ments declined slightly and bookings of new orders receded 
rather sharply. Despite lower shipments and heavier pro- 
duction, inventories diminished 5 per cent in July, but the 
margin of increase over a year previous was widened con- 
siderably. All other measures of activity showed gains over 
1939. Production of pulp declined by 4 per cent in the 
June-July comparison. 


PAPER AND PULP INDUSTRY 
SEVENTH DISTRICT 


Per Cent Change 
from 
June July 
: 1940 1 

—15.0 +13.2 
Stocks at end of month — 4.8 +13.2 
Stock at + 2.7 +15.4 


Building—Construction contract awards in the Seventh 
Federal Reserve district rose counterseasonally during July 
to a level of $59 millions, a 3 per cent improvement over 
June. The total likewise continued above the comparable 
1939 level, which has been the case since last April. The 
current month was the best July since 1929. Residential 
awards constituted 44 per cent of the total. In this latter 
classification, total July awards, also the best for the month 
since 1929, rose 6 per cent over June. A sharp increase was 
noted in awards for two-family dwellings, while those for 
one-family houses, generally around 85 per cent of the 
residential total, have been declining for two months. Con- 
tracts for public works and utilities showed little change. In 
the nonresidential field, commercial construction expanded 
as did awards for religious buildings, while contracts for 
industrial and social recreational buildings declined. 


BUILDING CONTRACTS AWARDED 
SEVENTH FEDERAL RESERVE DISTRICT 


Total Residential 

Period Contracts Contracts 
Change from July 1939.......................00- +8.9% +30.6% 
First seven months of $337 ,550,000 $145 502.000 
e from same period in 1939................ +6.0% +20.2% 


Data furnished by the F. W. Dodge Corporation. 


Indicated dollar volume of building permits issued during 
July in 101 Seventh district cities was more than one third 
higher than a month previous, and in the City of Chicago 
the comparison was even more favorable. The actual number 
of permits rose much less steeply, only 9 per cent over June 
for the 101 cities. The best showing was made in the Chicago 
suburban area, where the total was augmented during July 
by a $4,500,000 permit for the Northwestern University 
Technological Institute. All comparisons with July 1939 
showed a sharply higher level of activity. 

Building materials moved from primary sources into 
consumption channels during July in volume which ex- 
ceeded June by greater than normal proportions. Brick de- 
liveries showed varying trends in different localities but, 
through the district as a whole, expanded. Lumber distribu- 
tion increased, whereas both wholesale and retail shipments 
usually decline over the June-July period. Cement shipments 
were about the same as in June. Composite prices of build- 
ing materials, continuing about 3 per cent above the 1939 
level, recorded little change during haly. 
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Coal Production—Daily average production of soft coal 
in the Seventh district rose 4 per cent during July over June, 
or in somewhat smaller proportion than it generally does 
at this season. Output continued substantially higher than a 
year ago, although the comparison was not so favorable 
as in June when the contrast was against an unusually low 
1939 month. Bituminous coal production in the United 
States as a whole rose by a wider margin over June than 
did Seventh district output, while the comparison with last 
year was more favorable locally than nationally. 


Petroleum Refining—A seasonal decline of 4 per cent 
from the June level was noted in the number of barrels of 
crude oil run daily during July to refinery stills in the 
Seventh district area. Although the decrease in gasoline pro- 
duction over this period is normally of about the same pro- 
portion as that in crude runs, daily average gasoline output 
during July this year was 8 per cent lower than in June. 
Despite lower production, gasoline inventories declined but 
3 per cent, as indicated daily consumption in July fell 15 
to 20 per cent below the preceding month’s level. Further- 
more, inventories continued nearly one fourth higher than 
a year previous. Production of crude oil in the Illinois 
fields, from which source comes a large portion of the 
petroleum used by district refineries, has been declining 
steadily since the latter part of June, averaging, according 
to American Petroleum Institute data, only 395,000 bar- 
rels daily during the week ended August 10, as contrasted 
with 517,000 barrels daily during the week ended June 29. 


OF Ganners THOUSANDS OF BARRELS 
CRUDE OIL OUTPUT IN PRINCIPAL PRODUCING STATES 
OAILY AVERAGE OUTPUT 
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By months, January 1934 through July 1940. Source: Bureau of Mines. 


Freight Carloadings—Daily average freight carloadings 
originating in the Chicago industrial area expanded by 4 
per cent in July over corresponding figures for June, and 
likewise exceeded the July 1939 level by 20 per cent. This 
territory is bounded by Lake Michigan and a rough arc 
centered in Chicago’s “loop” and swinging from Gary, In- 
diana, to a point on the Lake shore about 35 miles north of 
the “loop.” Loadings originating in the area are principally 
of manufactured products and miscellaneous freight. On a 
seasonally adjusted basis, such loadings during July at- 
tained a point only 6 per cent below the level of last Decem- 
ber, which level in turn represented the highest reached in 
over nine years. 
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Employment and Payrolls 


July employment and wage data for Seventh district in- 
dustries recorded recessions from a month earlier of 4 be 
cent in number employed and 7 per cent in payrolls. The 
adverse showing can be traced, however, almost entirely 
to the automobile industry where an earlier than usual 
curtailment of production had a corresponding effect on 
July employment volume; in the vehicles group, the number 
of workers and amount of wage payments fell below June 
by 22 and 28 per cent, respectively. Contrary to the seasonal 
trend, gains of fractions of one per cent were reported for 
the metals group which is largely composed of steel and 
steel products. Non-durable po Menare. put about 4 per 
cent more workers on their payrolls and paid out wages 
totaling 3 per cent above a month earlier; heaviest gains in 
this classification were in the food and food-products group. 
Non-manufacturing industries, heavily weighted by mer- 
chandising establishments whose employment and payrolls 
declined, showed little change in the aggregate. 

Despite the termination of automobile production on the 
current year’s models at an earlier date this year than last, 
employment and payroll levels in durable manufactures 
continued substantially higher than in July 1939. Sixteen 
per cent more wage earners were employed by industries in 
this classification than a year ago, while payrolls totaled 
24 per cent larger. Less marked were the gains in non-man- 
ufacturing industries and in non-durable goods, where none 
of the yearly comparisons showed an improvement of more 
than 6 per cent, 


EMPLOYMENT AND PAYROLLS—SEVENTH FEDERAL 
RESERVE DISTRICT 


Week at uy 18,1040 | Che 
Industrial Group Wage 
ing} Employes mployes|Payments 
irms Omitted) 
Dourasie Goons: 

Metals and Products'....... 1,778 448,077 | $13,295) + 0.9 + 0.2 
270,714 8,797 | —21.5 —27.5 
and Glass..... 278 19,193 487} + 0.9 + 0.0 
We 46,480 9 — 0.4 — 3.5 
2,916 784,464 23,559 | — 8.2 —12.4 

Non-Dourasie Goons: 
Textiles and Products....... 390 61,617 1,137 | — 2.8 — 3.5 
and Products......... 1,068 3,169 | +10.8 + 5.9 
Chemical Products......... 308 1,201 | — 0.4 — 0.2 
Leather Products........... 172 26,577 555 | + 2.3 + 3.5 
Rubber Products........... 34 18,815 543 | + 0.2 — 0.3 
Paper and Printing. ........ 713 79,114 2,326) + 3.5 + 3.9 
2,685 349, 8,932 | + 4.0 + 2.7 
Total Mfg., 10 Groups........ 5,601 | 1,134,126 32,491 | — 4.8 — 8.7 
Merchandising................ 5,511 139,519 3,147| — 2.0 — 1.6 
Public Utilities............... 1,131 1855 3,393 | + 0.8 +1.7 
5 6,387 155 | + 3.6 + 4.1 
736 454] + 9.2 + 9.8 
Total Non-Mfg., 4 Groups..... 7,430 260,209 7,148 | — 0.2 + 0.7 
Total, 14 Groups.............. 13,031 | 1,394,335 39,6389 | — 3.9 —71 


10ther than vehicles. 
Data furnished by State agencies of Illinois, Indiana, Michigan, and Wisconsin. 


Merchandising Trends 
Department Store Trade—The June to July decline of 


31 per cent in Seventh district department store trade was 
slightly greater than seasonal for the period. However, as 
compared with last July, business in the month this year 
totaled 9 per cent better, which = is the largest over the 
corresponding 1939 month since February. Department store 
sales in August also were showing close to this same per 
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centage improvement over a year ago. Although department 
store inventories decreased in approximately the usual sea- 
sonal amount during July—5 per cent—they were, at the 
end of the month, at a level slightly higher than at the same 
time in 1939, whereas at the close of June they had been 
fractionally smaller than a year earlier. 


DEPARTMENT STORE TRADE IN JULY 1940 


Per Cent Ratio of Jul 
Per Cent Change hange Collestions to 
Locality rom onths Outstanding 
July 1939 from Same 
Net Sales | Stocks End| Net Sales 1940 1939 
of Month 
+ 9.2 + 0.2 + 5.4 43.0 39.6 
Detrost. + 9.1 + 2.4 + 8.2 44.1 43.7 
Fort Wayne........ + 9.6 + 8.4 wade 
Grand Rapids...... +15 .2 +10.0 
Indianapolis........ +14.0 +11.4 + 7.2 37.5 35.9 
Milwaukee......... + 8.5 — 1.0 + 5.6 36.6 36.8 
er Cities*....... + 7.7 — 0.8 + 7.7 33.5 32.0 
7th District........ + 9.2 + 1.2 + 6.4 40.7 40.0 


*Include Fort Wayne and Grand Rapids. 


Retail Shoes—The retail shoe trade of the district con- 
tinued during July to exceed that of the corresponding 1939 
month by 8 per cent. Sales of reporting dealers totaled 5 
per cent smaller in the comparison, following favorable 
trends in June, but department store sales of shoes were 12 
per cent heavier than a year ago in July, which accounted 
for the increase in the aggregate. As is seasonally expected, 
July shoe business was sharply under June—by 43 per cent 
in the total. On July 31, retail inventories of shoes were 
below those of a year previous for the first time since last 
July, being 2 per cent lighter in the comparison and 8 per 
cent smaller than at the end of June. 


Retail Furniture—Sales of furniture and housefurnish- 
ings at retail followed a seasonally declining trend in July, 
for the second successive month, with dollar volumes sold by 
dealers and department stores 16 per cent less in the aggre- 

ate than a month previous. As compared with a year ago, 

owever, margins of gain were well maintained in the 
furniture trade, as sales of both dealers and department 
stores exceeded those of last July by close to 20 per cent. 
Retail stocks of furniture and housefurnishings, though re- 
duced 5 per cent between the close of June and July 31, re- 
mained 6 per cent above the year-earlier level. 

* * * 


SALES OF INDEPENDENT RETAIL STORES 
(As compiled by the Bureau of the Census) 


Per Cent C July 1940 from July 1939 


is Iowa Mic’ Wisconsin 

Total All Groups*................ +11.7 410.2 +55 4124 +65.9 
+11.5 + 8.6 + 1.9 +11.9 +53 

+ 4.3 + 3.6 + 1.1 + 5.2 + 0.7 
Eating and Drinking Places....... +64 +3.3 +0.7 —05 
Ee — 0.1 —1.0 — 6.4 + 1.7 — 2.1 
Furniture-Household-Radio Group +21.3 +16.0 +11.4 +20.5 +14.7 
Hardware Stores................. +16.8 +18.2 +11.3 +12.6 + 9.9 
Lumber and Building Materials... +26.7 +20.5 +13.4 +18.0 +11.8 
Motor Vehicle Dealers............ +30.2 +21.1 +13.5 +26.2 +11.1 


*Includes classifications other than those listed. 


Wholesale Trade—July trends in wholesale trade lines of 
the Seventh district were very favorable, as compared not 
only with the year-ago level but with the preceding month 
as well. Whereas in June aggregate sales of groups reporting 
to the Bureau of the Census had recorded an increase of 
only 5 per cent over the same 1939 month, in July they 
totaled 14 per cent heavier than a year earlier, with prac- 
tically all phases participating in the gain. Furthermore, 


although wholesale business usually shows some seasonal 
recession in July from June, this year it increased 3 per 
cent in the aggregate over the period. Among the individual 
lines having larger sales volumes than a month previous 
were drugs, hardware, meats, and paper. The general level 
of wholesale inventories at the end of July remained about 


7 per cent above that of a year ago and rose slightly over 
the close of June. 


WHOLESALE TRADE IN JULY 1940 


Per Cent Change from Same Month Last Year 
Commodity Accounts 
Net Sales Stocks |Outstanding| Collections 
Drugs and Sundries....... + 7.9 —0.6 —1.2 + 1.6 
Electrical Goods............... +31.7 +14 +19.6 +24.6 
ee +9.7 + 3.8 + 5.8 +11.6 
+29.2 + 8.6 +11.6 +13.7 
Meats and Meat Products....... +:6.1 —0.1 +23.0 + 6.5 
Paper and Its Products.......... +26.4 +1.7 pe zene 
‘o and Its Products....... + 3.7 —1.2 oi ‘a 

+14.6 + 9.0 +10.5 +10.6 


Data furnished by Bureau of the Census, United States Department of Commerce 


The Agricultural Situation 


Crops—Unfavorable weather conditions during July were 
responsible for a deterioration of 68 million bushels in the 
Seventh district corn crop, that amount representing the 
difference between the Department of Agriculture’s esti- 
mates as of July 1 and August 1 condition of the crop. For 
the nation as a whole, the estimate was scaled down by 167 
million bushels. Deterioration continued until drought con- 
ditions over most of the corn belt were relieved by rainfall 
in mid-August. Damage would have been even greater had 
it not been for the extensive use of hybrid seed this year. 
Also, with corn acreage in 1940 below that of 1939, the 
more fertile land was utilized and marginal land left out of 
cultivation or planted with soil-restoring crops such as soy 
beans, The prospects for the latter likewise declined during 
July, as did those for some types of garden truck and for 
pastures. Yields of small grains, on the other hand, have 
turned out much better than was expected. 


CROP PRODUCTION 


Estimated by the United States Department of Agriculture on A’ 1 Condition 
(In thousands of bushels, unless otherwise specified 

orecas' orecast i verage 

1940 1939 1929-38 1940 1939 1929-38 
870,331 1,132,703 849,234 2,248,246 2,619,137 2,299,342 
472,421 359,529 435,287 1,121,619 937,215 1,024,852 
44,035a 47,199a 45,0792 289,812 6,298 225,486 
63,116 58,683 62,426 760,623 754,971 
6,866a 7,644a 8,3 7,452 39,249 38,095 
Potatoes (White)... 45,242 46,211 50,703 374,314 364,016 9 


366,94 
Commercial Apples. 11,161a 17,74la 12,291a* 116,721 143,085 121,755* 
P 2,080b 048b 3,608b 


b 2,688b 2,036b 31,372 31,047 26,333 
Beans, dry edible! 41 4,529¢ 3,995¢ 14,649 13,962 
ae 2,844a 2,804a 3,028a 14,888 17,840 14,157 
Tame Hay?........ 20,162 17,426 15,360 83,383 726 


*1934-38 average. ‘In thousands of 100-Ib. sacks. *In thousands of tons. a—Five 
States including Seventh Federal Reserve District. b—Michigan, Indiana, Illinois, 
and Iowa. e—Michigan and Wisconsin. 


Grain Marketing—Wheat prices moved downward toward 
a new crop basis over most of July and continued a declin- 
ing tendency through the first half of August. Between the 
first and sixteenth of the month, the prices dropped 814 
cents. Subsequent quotations were somewhat firmer. Though 
falling to the lowest levels since before the outbreak of war 
last September, domestic wheat prices have kept well above 
world levels, reflecting continuance of the export-aid pro- 
gram, a prospective crop only 85 million bushels larger than 
domestic disappearance, and the movement of an unusually 
large proportion of the new crop into storage. World prices 
have been greatly depressed by large supplies and restric- 
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PRICES OF FARM PRODUCTS AT CHICAGO 


DOLLARS 4 


PER 1 
16 
14 14 
a, 
CENTS PER BUSHEL CENTS PER BUSHEL 


oo pon, 100 
“al Sy - 
CENT, PER 
BUTTER ia 
CHEESE — 
10 10 
1937 1938 1939 1940 


By weeks, 1937 through August 17, 1940. 


tions in trade. Because of short crops in Europe, interna- 
tional trade in wheat probably would be considerably in- 
creased were it not for the European political and military 
situation. 

The official August 1 forecast for a total United States 
crop of 761 million bushels was 32 million bushels higher 
than had been indicated a month earlier. With a carryover 
of 284 million bushels and expected disappearance of 675 
millions, there would be over 360 million bushels available 
in the 1940-41 crop year for exports and carryover. If pros- 
pective Canadian supplies are added to those of the United 
States, supplies for North America would total around 
1,800 millions, or more than twice domestic needs of around 
810 million bushels. 

Corn prices continued relatively firm through mid- 
August. Although livestock feeding ratios remain generally 
unfavorable to producers, there was considerable improve- 
ment in the hog-corn price ratio in July, which gain over 
the spring ratios was maintained in August. The August 
Government report forecast a crop of 2,248 million bushels; 
this indicated a decline of 167 millions in prospective yield 
since July 1. Cash corn prices have been firm, reflecting 
small country marketing. Argentine corn recently has been 
on an import basis at Atlantic ports. 


MOVEMENT OF GRAIN AT INTERIOR PRIMARY MARKETS 


IN UNITED STATES 
(In thousands of ne 
Si 
Wheat: 
30,816 13,436 30,474 «28,827 
4,204 1,873 7,059 «8,812 


Livestock and Meat Packing —Federally inspected 
slaughter of livestock in the United States was higher during 
July than a month earlier with the exception of hog slaugh- 
ter which declined seasonally. Slaughter of calves, rela- 
tively unimportant compared with that of other animals, 
rose contrary to normal trend. Receipts of meat animals 
at public stock yards increased more sharply over June 
than did slaughter, again with the exception of hogs where 
a decline was noted. Probably due to prospective smaller 
pork supplies over coming months, a trend already dis- 
cernible through diminishing supplies arriving on the mar. 
ket, hog prices per hundredweight at Chicago have been 
relatively firm since late July, averaging $6.15 during the 
week ended August 17, as compared with averages of $5.95 
for July and $5.00 for June. 


SLAUGHTER 


thousands) 
Cattl H Cal 
le 

Yards in Seventh District: eal 
EER ores 198 564 205 63 
185 437 211 62 

Federally Inspected Slaughter: 

United States: 
738 3,886 1,378 437 
782 2,778 1,399 417 
AVERAGE PRICES OF LIVESTOCE 
(Per hundred pounds at Chicago) 
Week Ended Months of 

August 17, July June July 
1940 1940 1939 
Native Beef Steers (average)........... $10.60 $10.05 $9.70 $ 9.30 
Fat Cows and Heifers.................. 8.50 7.65 8.05 7.75 
Fee 10.00 8.75 8.75 9.50 
Hogs (bulk of sales). ................... 6.15 5.95 5.00 6.00 


Production of packing-house commodities during July 
declined from June, measured on a tonnage basis, a normal 
trend at this season of the year. Nevertheless, July output 
was the highest for the month since 1934. Tonnage sales rose 
3 per cent over June, while dollar sales were up only one 
per cent. Because prices of finished meats were generally 
firmer in July, it is concluded that sales during that month 
were more heavily weighted by the less expensive products. 
Inventories declined, as was to be expected with heavier sales 
and lighter production. These stocks on August 1 continued, 
however, far in excess of the corresponding 1939 date. 
European business, other than for shipments on British 
Government contracts placed in June, was negligible. That 
with Latin America remained at the level of the preceding 
month. None of the meat-packing firms that report to this 
bank had any foreign inventories on August 1. 


MEAT PACKING—UNITED STATES 
Per Cent Change in July es 


July 1930-39 
940 1939 Avg. 
—3.9 + 9.4 +13.5 
+1.3 + 0.7 +10.6 


Dairy Products—By August 1 pasture conditions had 
declined sharply, following hot dry weather in late July, 
and in a few district spots near-drought conditions were 
approached. Milk production in consequence fell off some- 
what more rapidly than usual and, except in Michigan and 
Wisconsin, district production was lower than a year ago. 
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There was a seasonal decline during July in national butter 
production; cheese output also declined, as is usual, but was 
about 12 per cent heavier than last year, in contrast to 
butter output which only approximated 1939 levels. Sea- 
sonal increases were shown in butter cold-storage holdings, 
and stocks of cheese rose considerably more than is cus- 
tomary from July 1 to August 1. Prices of both cheese and 
butter have held fairly firm, although butter quotations 
declined slightly in mid-August, following some improve- 
ment in pastures in major producing areas. 


Reports for July from Seventh district creameries show 
a daily average level of production about 2 per cent higher 
than a year ago. Wisconsin production of American cheese, 
as indicated by receipts at primary markets, was about 
18 per cent heavier than in July 1939. 


MILLIONS OF DOLLARS 
250 


MILLIONS OF DOLLARS 


FIVE STATES INCLUDING SEVENTH OISTRICT 


Val | W 


Vf Ware ras 


of 
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1538 i955 1940 
By months, January 1936 through June 1940. 


Credit and Finance 


‘Weekly Reporting Member Banks—Demand deposits 
of Seventh district reporting member banks (adjusted to 
exclude inter-bank and Government deposits, and items in 
process of collection) receded slightly during the five weeks 
ended August 21, the net decline amounting to 37 million 
dollars, or a little more than one per cent. However, inter- 
bank and United States Government deposits both rose over 
the period in question, the latter because of sales of new 
securities through war loan operations. 


Total loans of these banks declined 14 millions, owing 
to the purchase of corn loan notes from the banks by the 
Commodity Credit Corporation. Security holdings rose 95 
millions, as banks increased their portfolios of Treasury 
bills and of miscellaneous securities and also acquired siz- 


able blocks of the new Treasury bonds and C.C.C. notes. 


Member Bank Reserves—During the five weeks ended 
August 21, member bank reserve balances maintained at 
this bank registered a net decline of 57 million dollars. Con- 
trary to experience over past months, this district lost funds 
through commercial and financial transactions with other 
parts of the country. A continuing upward trend in the 
volume of currency in circulation likewise had an adverse 
effect on reserve balances. Most notable factor over the 


Selected Seventh District Banking Data 


FEDERAL RESERVE BANK OF CHICAGO, SELECTED ITEMS 
OF CONDITION 


(Amounts in millions) Change fro 
m 
August 21, July 17, August 23, 
1940 1940 1939 
Total bille and securities... $ 260 $0 $-—3 
U.S. Government securities direct and guaranteed: 
Total Government securities...................... 260 0 
Member bank reserve deposits.....................005 1,776 —57 
Federal Reserve notes in circulation................... 1,149 +11 
Ratio of total reserves to deposit and 
Federal Reserve note liability combined............ 92.5% —0.1* 


*Number of Points. 


CONDITION OF REPORTING MEMBER BANKS 
SEVENTH DISTRICT 


(Amounts in millions) 
August 21, July 17 tn 
y 
ASSETS 1940 1940 1939 

Loans and $3,480 $ +73 
Commercial, industrial, and agricultural loans. . . 585 —22 
Loans to brokers and dealers in securities.............. 26 —4 
Other loans for purchasing or carrying securities 69 0 
123 +3 

0 0 

Oth 121 
U. 311 +25 
U. 8. 303 —5 
U. 8. Treasury bonds 1,047 +32 
Ob 312 +19 
Other securiti 544 +18 
Cash reserves, other than items in process of collection 2,138 —27 
2,840 —37 

970 

1,330 +52 

138 

August 1-21, July 

1940 940 

Turnover velocity of demand deposits (annual rate).... 16.39 17.60 

BANE DEBITS, SEVENTH DISTRICT 
(Amounts in millions) 
‘er Cent 


+ 3.7 $21,289 ‘ 

+ 8.5 676 + 3.5 
+20.4 6,920 +18.3 
+10.6 229 + 8.8 
+ 6.2 403 +16.2 
+ 9.7 1,501 +11.1 
+ 3.3 1,914 + 8.6 
+20.0 423 +13.6 
+20.2 305 +23.1 
+13.8 3,627 +12.6 
+ 8.2 37,287 +10.7 


VOLUME OF OPERATIONS IN PRINCIPAL DEPARTMENTS 
FEDERAL RESERVE BANK OF CHICAGO 


Average for Each Banking 
Day duri 
Irems July 1940 Fuly 1939 
Non-cash collections (Bills, notes, bonds, coupons, etc.). . 2,029 
Paper currency recei 1,196,000 000 
Wire and other transfers of funds (Inter-and intra-district) 481 
Securities in and out of safe eiteguataackeacnee’ 840 
Coupons cut from securities in safekeeping............... 1,713 
Amounts 
Non-cash collections (Bills, notes, bonds, coupons, etc.).. 2,421,000 
Paper currency received and counted.................... 5,068,000 
Coins recei cane 57,119 
Wire and other transfers of funds (Inter-and intra-district) 65,208,000 
Securities in and out of safekeeping...................... 31,745,000 


Value of securities held in safekeeping at end of month... 984 
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period in question, however, was operations of the United 
States Treasury in this area. Cash payments for new securi- 
ties during the latter part of July amounted to over 70 mil- 
lions in this district, exclusive of those taken by banks 
through war loans. Sales of new Treasury bills exceeded 
os geome of such maturing obligations by 21 million 
ollars. 


Securities Markets—Bond prices have been quite stable 
since mid-July, up through the first three weeks of August. 
The volume of trading has been extremely light, even as 
compared with the meager volumes of earlier months this 
year. Medium-grade bond quotations eased slightly during 
the third week of August in sympathy with a similar trend 
in the stock market, but high grades showed practically no 
change. 

New long-term corporate offerings during July were in 
the highest monthly volume since the outbreak of war last 
September—about $265 millions. Of this total, 15 per cent 
represented new capital, while most of the balance com- 
prised a few large utility and industrial refundings, For the 
first half of August, the total was about $25,000,000, rep- 
resenting fairly small issues. Barring unforeseen develop- 
ments, several additional issues are expected in the latter 
part of August and early September. 

Chicago bond circles report little interest in bond in- 
vestments among banks in this area over the past month or 


MONTHLY BUSINESS INDEXES 


Data refer to Seventh district and are not 


adjusted for seasonal variation unless other-| July | June | May | July | June | May 
wise indicated. 1940 | 1940 | 1940 | 1939 | 1939 | 1939 
1935-39 average = 100 
Manufacturing Industries: 
Durable 8: 
Non-Durabie Goods 
on 108 | 105 | 102 | 103 | 101 97 
‘ol 
103 | 106 | 1 91 93 
109 | 115 | 113 9: 94 
Iron Production :* 
164 | 158 | 131 94 90 71 
Automobile Production—(U. 5.): 
63 | 109 | 124 58 91 


Casting Foundries Shipments 
121 | 109 | 106 | 71 | 90 | 78 
105 92 86 63 76 65 
Malleable—In Dollars...................- 101 94 | 109 70 92 88 
ag 86 | 101 | 66 | 86 


SE re 94 | 105 | 125 68 93 92 
ure Manufacturing 
149 88 | 125 88 | 127 99 
Shipments in Dollars..................... 106 | 105 | 111 89 91 
jum g—(Indiana, Illinois, 
Kentucky area) :* 
Crude Runs to Stills...................--- 141 147 | 144 | 118 | 120 | 118 
Gasoline Production.....................- 130 | 141 | 141 | 116 | 120 | 112 
Bituminous Coal uction:* — 
Illinois, Indiana, Iowa, and Michigan. ..... 76 73 77 63 50 61 
Building Contracts Awarded: 
OTE 244 1 158 | 192 
149 144 155 137 | 119 133 
Meat Packing—(U. 8.) 
113 | 117 | 120 | 103 | 108 | 112 
118 | 115 | 121 108 | 109 | 112 
98 | 101 99 1 
Dairy Products:* 
Creamery Butter Production..............| 125 | 142 | 131 | 123 | 144 | 131 
American Cheese Production—(Wisconsin)} 158 | 189 | 157 | 134 | 171 | 141 
artment Store Net Sales:* 

73 | 112 | 107 107 | 101 
71 | 103 | 1 67 1 
Indi 83 | 116 | 113 101 110 
Other Cities............ eo re 74 | 104 | 111 71 96 | 106 

th District—Unadjusted............ 74 | 109 | 108 69 | 101 102 
| SE 105 | 113 | 107 99 | 105 | 101 
*Daily average basis. 


so, other than in short-term municipals, and the market 
supply of such issues has been rather restricted. Institu- 
tional investors have been the only important market for 
longer-term obligations, although even these buyers have 
been rather inactive of late, due probably to the paucity of 
issues answering their qualifications which have appeared 
in August up to the twentieth of the month. 


Current Events 
Additional State Member Banks 


Since the last issue of this review went to press, two State 
banks in the Seventh district have joined the Federal Re- 
serve System. These new members are The State Savings 
Bank of West Branch, Michigan, and the LaSalle State 
Bank, LaSalle, Illinois. 


Mr. Szymczak in Chicago 


Mr. M. S. Szymczak, member of the Board of Governors 
of the Federal Reserve System, recently visited Chicago for 
a period of about two weeks. The purpose of Mr. Szym- 
czak’s stay was to visit member banks in the district and to 
confer with officers and directors of the Federal Reserve 


Bank of Chicago. 


Industrial Production Index Revised 


In the August issue of the Federal Reserve Bulletin, the 
Division of Research and Statistics of the Board of Gov- 
ernors of the Federal Reserve System announced the exten- 
sive revision of their nationally recognized index of indus- 
trial production in the United States. The new index in- 
cludes lines formerly omitted for lack of adequate data, such 
as aircraft, chemicals, rayon, and many others. Several series 
have been materially altered to give more adequate coverage. 
The new index is based on the average for the period 1935 
through 1939 as equal to 100, which period was agreed on 
by the Central Statistical Board as a uniform base for vari- 
ous Government agencies issuing indexes. Formerly, the 
Board used the 1923-25 average as a base. Reprints are 
being made of the section of the Bulletin dealing with the 
production index revision, and will be available free of 
charge to those interested. Inquiries should be addressed to 
the Board of Governors of the Federal Reserve System, 
Washington, D. C., or to this Federal Reserve Bank. 


Mr. Young Attends Bankers’ Meeting 


Mr. Clifford S. Young, vice president of the Federal 
Reserve Bank of Chicago, attended a joint meeting of the 
Clay County and Putnam County bankers at Center Point, 
Indiana, on Friday evening, August 16. Mr. Young deliv- 
ered a short talk to the assembled bankers. 


Kiwanis Club of Park Ridge, Illinois, Hears 
Talk on Gold 


Mr. Paul C. Hodge, Assistant Counsel of the Federal 
Reserve Bank of Chicago, on August 21 addressed a group 
of forty members and guests of the Kiwanis Club of Pa 
Ridge. The subject of Mr. Hodge’s address was “An Informal 
Discussion of the Gold Problem.” 
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Directors of the Detroit Braneh 


Federal Reserve Bank of Chicago 


L. Wuirney WATKINS 
Farmer 
= Manchester, Michigan 


ALFRED C. MARSHALL, President 
The Detroit Edison Company 
Detroit, Michigan 


James Epwarp Davipson, President 
Peoples Commercial and Savings Bank 
Bay City, Michigan 


Watter Scott McLucas, Chairman 

National Bank of Detroit 

Detroit, Michigan 


Harry Lynn Pierson, President 
Detroit Harvester Company 
Detroit, Michigan 
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JosepH M. Donae, President 
The Detroit Bank 
Detroit, Michigan 
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National Summary of Business Conditions 
(By the Board of Governors of the Federal Reserve System ) 


INDUSTRIAL PRODUCTION 


PER CENT PER CENT 
130 
\i_ | IN 

| 110 
4f- 7 100 
30 30 
80 80 
70 TO 
60 | 60 

1934 1935 1936 1937 1938 1939S: 1940 


Index of physical volume of production, adjusted for 


seasonal variation, 1935-1939 average = 100 


January 1934 to July 1940. 


CONSTRUCTION CONTRACTS AWARDED 


MILLIONS OF DOLLARS 


By months. 
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500, T 
400 +400 
| 
300 TOTAL | 
i\ 
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Three-month moving averages of F. W. Dodge Corpora- 
tion data for value of contracts awarded in 37 Eastern States, 


adjusted for seasonal variation. 


for June and July and estimate for August. 


WHOLESALE PRICES 


Latest figures based on data 
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Indexes compiled by the United States Bureau of Labor 
Statistics, 1926 = 100. By weeks, 1934 to week ending August 


10, 1940. 


VOLUME of industrial output was steady during July and the first half of August, 

after a rapid expansion in May and June. Employment continued to 
increase. Reflecting mainly awards for national defense projects, construction con- 
tracts rose to the highest level in ten years. Prices of basic commodities declined 
somewhat further. 


Production—In July the Board’s revised index of industrial production stood at 
121 per cent of the 1935-1939 average, according to preliminary data. This is the 
same as in June and 17 points above the level prevailing a year ago before the out- 
break of war. In most lines activity was maintained at the levels reached in June 
or increased further. 


Steel production in July was at about 85 per cent of capacity and in the first 
half of August there was an increase to about 90 per cent. Production of pig iron 
and coke and output of nonferrous metals were also in large volume. In the machin- 
ery, shipbuilding, and aircraft industries, where new orders had been large during 
the first half of the year and a considerable backlog of unfilled orders had accumu- 
lated, activity was maintained at high levels in July, although ordinarily there are 
declines at this season. Lumber production declined sharply early in July but has 
subsequently increased accompanying a considerable rise in new orders. 

In the automobile industry output declined sharply in July and the first half 
of August as plants were closed to prepare for the shift to new model production. 
The decline was greater than at this season in other recent years, reflecting the 
fact that production had been at high levels during the first half of 1940 and large 
stocks had accumulated. These stocks were reduced considerably in July as pro- 
duction was curtailed and retail sales continued large. 


Textile production increased considerably further in July, reflecting chiefly a 
marked rise in activity at woolen mills where output is still below the levels of a 
year ago. Production of cotton and rayon textiles was maintained in July and was 
in larger volume than last summer, while activity at silk mills increased somewhat 
from the exceptionally low level reached in June. Shoe production increased sea- 
sonally, while output of manufactured foods, which in June had been unusually 
large for that time of year, showed less than the customary increase in July. 


Coal production has risen further and shipments of iron ore down the Lakes 
have continued at near-capacity rates. Petroleum production has been curtailed 
sharply, however, reflecting partly a continued high level of stocks of petroleum 
products. 


Value of new construction work undertaken increased sharply in July, owing 
mainly to a further rise in public construction, and was at the highest level in 
the past decade, according to reports of the F. W. Dodge Corporation and the 
Federal Reserve Bank of San Francisco. Awards for both residential and non- 
residential private building increased somewhat, although some decline is usual 
at this season. 


Increases were most pronounced in the Atlantic, Gulf, and Pacific Coast States, 
reflecting awards of additional contracts for naval air station and shipyard con- 
struction. In the central portions of the country there were generally small in- 
creases, although in some areas awards were lower. 


Distribution—Distribution of commodities to consumers was sustained in July 
at about the levels prevailing in the first half of the year. Sales at department 
stores declined more than seasonally, while sales at variety stores showed little 
change, although a decline is usual in July. 

Total freight-car loadings increased seasonally in July. Shipments of grain 
showed a considerable rise and loadings of coal and coke continued to advance, 
while shipments of miscellaneous freight, which include most manufactured prod- 
ucts, declined by somewhat more than the usual seasonal amount. 


Commodity Prices—Prices of basic commodities declined somewhat further from 
the middle of July to the middle of August, with decreases chiefly in prices of 


commodities influenced by foreign supplies, such as lead, rubber, cocoa, and coffee. Prices of steel scrap and zinc, on the other hand, 
advanced somewhat in this period. 


Agriculture—Prospects for most crops showed little change in July, according to the Department of Agriculture, Production this year is 
expected to approximate the 1929-1938 average and, considering carryovers, supplies of most crops will be large. Conditions for wheat 
and oats improved during July, while the corn crop showed some deterioration. A cotton crop of 11,429,000 bales was indicated for this 


season as compared with 11,817,000 bales last season. 


Bank Credit—Total loans and investments at reporting member banks in 101 leading cities increased substantially during the five weeks 
ending August 14, owing mainly to purchases of direct and guaranteed securities newly issued by the United States Government. Sale of 
these securities caused a large increase in Treasury balances with the Federal Reserve banks. As a result of this temporary development, 
excess reserves declined by $450,000,000 in this period despite an increase of over $500,000,000 in monetary gold stock. 


Government Security Market—Prices of United States Government securities were relatively steady during July and the early part of 
August but declined slightly around the middle of August accompanying news of intensification of European warfare. The yield on the 
1960-65 bonds increased to 2.39 per cent on August 14 compared with 2.34 per cent on July 1 and 2.26 per cent on April 2 at the year’s 
peak in prices. 
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